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September 26, 1996

Mr. William F. Caton
Acting Secretary
Federal Communications Commission
1919 M Street, NW, Room 222
Washington, D. C. 20554

Re: Ex Parte Presentation - CC Docket 96-45
Federal - State Joint Board on Universal Service

Dear Mr. Caton:

On Thursday, September 26,1996, Mr. Joel Lubin and I met with
Commissioner Susan Ness and Jim Casserly to discuss the above
captioned docket. The attached material was used as the basis for the
presentation.

In accordance with Section 1.1206(a)(1) of the Commission's
Rules, two (2) copies of this Notice are being filed with the Secretary of
the FCC.

Sincerely,

Attachment

cc: Commissioner Ness
Mr. Casserly
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UNIVERSAL SERVICE

Universal Service Principles (Section 254)

• Universal service subsidies should be based on same TELRIC standard as
unbundled network elements

• All telecommunications service providers contribute to universal service
support in an equitable and nondiscriminatory manner

• Universal service support should be explicit and sufficient for intended
purpose

• Any carrier designated as eligible would be entitled to universal service
support

- Competitive LECs (CLECs) who buyllease unbundled network
elements from Incumbent LECs (ILECs) should be eligible



ELEMENTS OF THE NEW UNIVERSAL SERVICE FUND

• Large Local Exchange Companies:
• National Universal Service Fund (NUSF)
• State Universal Service Fund (SUSF)

• Small Rural local Exchange Companies:,
• NUSF

• Low Income/lifeline Assistance Subsidy:
• NUSF

• Schools. libraries and Rural Healthcare:
• NUSF

• Competitively Neutral Collection and Distribution of the
Fund



There is a direct linkage between the .
TELRIC prices of the unbundled network
elements and the subsidy per line which

determines the size of the fund.
(IIIustrative)
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Paradigm Change
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Determination of the Universal Service Fund
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USE LARGE LEC ACCESS RATES AS BENCHMARKS FOR
SETTING RATES FOR SMALL RURAL CARRIERS

When calculating the new universal service fund for small rural LEes...

• Access rates should be based on the rates of the large company in the
state or region

• Any incremental subsidy required to meet the rural carrier's revenue
needs should be provided through the new NUSF mechanism

• Subsidy need not be portable in small rural company territory initially


